Unit 1 What 1s Money? 1/21/15
1.1 Money Defined
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1.1 Money Defined
Key Terms:
bartering

1/21/15

commodity money
currency

digital money

fiat money

medium of exchange
money

storehouse of value

unit of account



1.1 Money Defined 1/21/15

IWBAT
® Fxplain what money 1s
® Describe the different forms it can take.

I will capture my thinking using the math
note catcher including teacher and student-
team modeled example problems on the
Promethean board. I will demonstrate my
understanding on my exit ticket.
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IWBAT explain what money is and describe the different forms it can take.
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IWBAT explain what money is and describe the different forms it can take.
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IWBAT explain what money is and describe the different forms it can take.
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IWBAT explain what money is and describe the different forms it can take.
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Vocabulary: Appendix A.3 Key Terms
Practice: 1.1.2 #2-9

IWBAT explain what money is and describe the different forms it can take.
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What are the three uses of money and how
do they differ?
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1.2 How Money 1s Created 1/22/15

IWBAT
® L.earn how money is created.
® Understand the role of Treasury bonds and
the Federal Reserve.
® Understand the concept of fractional-
reserve banking.

I will capture my thinking using the math
note catcher including teacher and student-
team modeled example problems on the
Promethean board. I will demonstrate my
understanding on my exit ticket.
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IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.



1.2 How Money 1s Created 1/22/15
Why don't they just print more money?

According to the Federal Reserve, a few of the many
benefits of a sound monetary policy are:

O It promotes stable economic growth.
O It ensures that employment levels are not too low.
o It helps keep prices stable.

IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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The three main tools that the Federal Reserve uses to
enact monetary policy are:

© open market regulation — The purchase and sale of
U.S. Treasury and federal-agency securities such as
Treasury bonds.

© discount rate — The interest rate charged to
commercial banks on loans they receive from the
Federal Reserve.

Oreserve rate — The amount of funds that a bank
must hold in reserve. The rate is given as a
percentage of the total deposits.

IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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How does the Fed buying & selling bonds affect you?
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IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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Fractional Reserve Banking
reserve rate

Requirement

% of liabilities Effective date
Net transaction accounts 1

$0 to $14.5 million2 0 1-22-15
More than $14.5 million to $103.6 million3 3 1-22-15
More than $103.6 million 10 1-22-15
Nonpersonal time deposits 0 12-27-90
Eurocurrency liabilities 0 12-27-90

http:/www federalreserve.gov/imonetarypolicy/reservereq.htm

Nonpersonal time deposit - A deposit account that is held by a depositors
such as corporations, foreign banks, and bank corporate customers other
than individuals; an example is a money market. This account pays a fixed
amount for a period of time and it requires advance notice before money can
be withdrawn from it. Advance notice has to be issued in order not to incur
an early withdrawal penalty. (investorwords.com)

eurocurrency liabilities

IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.



1.2 How Money is Created 1/23/15
Assume the reserve rate 1s 10%, that a bank receives a
deposit of $650, and that all transactions take place at
the same bank. How much of that original $650 can a
bank loan out?

5 loans

IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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Assume the reserve rate 1s 10%, that a bank receives a
deposit of $1200, and that all transactions take place at
the same bank. How much of that original $1200 can a
bank loan out?

IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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Vocabulary: Appendix A.3 Key Terms
Quiz: Apex 1.2.3

IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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Why doesn't the Federal Reserve Bank just
print more money?
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Assume the reserve rate 1s 10%, that a bank receives a
deposit of $650, and that all transactions take place at
the same bank. How much of that original $650 can a
bank loan out? 3 /oo s
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IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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Assume the reserve rate 1s 10%, that a bank receives a
deposit of $1200, and that all transactions take place at

the same bank. How much of that original $1200 can a
bank loan out? < /(oens
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IWBAT learn how money is created, understand the role of
Treasury bonds and the Federal Reserve, and understand the
concept of fractional-reserve banking.
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1.3 Inflation & Recession 1/26/15

IWBAT
® discuss inflation, deflation, and recession.

I will capture my thinking using the math
note catcher including teacher and student-
team modeled example problems on the
Promethean board. I will demonstrate my
understanding on my exit ticket.
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prices decrease, wages decrease, profits decrease,
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IWBAT discuss inflation, deflation, and recession.
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IWBAT discuss inflation, deflation, and recession.
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IWBAT discuss inflation, deflation, and recession.
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Recent US Recessions:
© July 1981 — November 1982: 14 months
O July 1990 — March 1991: 8 months
© March 2001 — November 2001: 8 months
© December 2007 — June 2009: 19 months

IWBAT discuss inflation, deflation, and recession.
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Vocabulary: Appendix A.3 Key Terms
Practice: 1.3.2

IWBAT discuss inflation, deflation, and recession.
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In your own words, explain who would benefit from
inflation and who would benefit from deflation.
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1.4 National and Global Debt 1/28/15

Sixteen point one trillion dollars
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IWBAT discuss debt, deficit, GDP, debt ratio, and
use scientific notation to represent large numbers.
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IWBAT
® discuss debt, deficit, GDP, debt ratio,
® use scientific notation to represent
large numbers.
I will capture my thinking using the
math note catcher including teacher and
student-team modeled example problems
on the Promethean board. I will
demonstrate my understanding on my
exit ticket.
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Debt vs. Deficit

0{2/10‘{'— Lz_)ha,‘]r (6&% SUJE -
deﬁ;c'.+— Speno(?flé Move +hon %c)& Lalr

Public Debt & Intragovernmental Debt

Pulb e debt T owedd 4o Jhe pcpﬁu[aee Cym)

Intragovernmental debt includes items like Medicaid,
Social Security, and monies borrowed from one
department to pay another department.

IWBAT discuss debt, deficit, GDP, debt ratio, and
use scientific notation to represent large numbers.
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IWBAT discuss debt, deficit, GDP, debt ratio, and
use scientific notation to represent large numbers.
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Gross Domestic Product (GDP)

Consumer Purchase All goods and services purchased,
such as gasoline
Investment Business and residential investments,
| such asmachinery or houses
Government Spending | All spending on education, defense,
employee salaries, etc.

IWBAT discuss debt, deficit, GDP, debt ratio, and
use scientific notation to represent large numbers.
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This 1s done to make comparisons between countries'
spending easier by putting small economies on the
same scale as large economies.

Apex 1.4.1 p.7

IWBAT discuss debt, deficit, GDP, debt ratio, and
use scientific notation to represent large numbers.
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Global Debt

Public debt as a percentage of GDP, as listed on the CIA World Factbook, accessed March 2007.

https://www.cia.gov/library/publications/the-world-factbook/

Who holds our debt?

IWBAT discuss debt, deficit, GDP, debt ratio, and
use scientific notation to represent large numbers.
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Vocabulary: Appendix A.3 Key Terms
Practice: 1.4.2

If a country's debt-to-GDP ratio is currently
50% and its debt 1s expected to grow from
$10 trillion to $15 trillion 1n the next 20
years, what will the country's GDP have to
be in 20 years to maintain the current debt-
to-GDP ratio?

IWBAT discuss debt, deficit, GDP, debt ratio, and
use scientific notation to represent large numbers.
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1.5 Other Forms of Currency 1/29/15

If a country's debt-to-GDP ratio is currently 50%
and its debt 1s expected to grow from $10 trillion to
$15 trillion in the next 20 years, what will the
country's GDP have to be in 20 years to maintain
the current debt-to-GDP ratio?
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1.5 Other Forms of Currency 1/29/15

APK: Name other currencies known to you
and the countries in which they are used.
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1.5 Other Forms of Currency 1/29/15

IWBAT

® Explore the relationship between two

currencies.

Learn how to use exchange rates to change
from one currency to another.
I will capture my thinking using the math
note catcher including teacher and student-
team modeled example problems on the
Promethean board. I will demonstrate my
understanding on my exit ticket.



1.5 Other Forms of Currency 1/29/15

According to the CIA World Factbook, as of 2007
there were roughly 182 different currencies,
making up a grand total of $12.35 trillion.

United States EE ¥ PEHD,

Canada $ 1 CAl

Great Britain £ 1 G5HRP
European Union :é 1 EUWR_

New Zealand $ 17 MNAD

Australia ﬁ i il
Switzerland 13 = a b=
Japan Yen

¢ PN
ex1Cco ¥ C’HM
N 1

IWBAT explore the relationship between two currencies.

1T
China yuan l
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What is Bitcoin?

mJigsaw 1-4
#1 p.1

#2 p.2 until p.3 "What are its characteristics?"

#3 p.3 "What are its characteristics?"
& characteristics 1-3

#4 p. 4 characteristic 4-end

® You will read and discuss your section with your
sroup.

® You will then nominate a spokesperson for your
group to present what you have learned to the class.
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If a country's debt-to-GDP ratio is currently
30% and its debt is expected to grow from $8
trillion to $19 trillion in the next 20 years, what
will the country's GDP have to be in 20 years to
maintain the current debt-to-GDP ratio?

&Lgi/z = %OZ'X
9t 307e X
go%“" ‘25%
ﬁi}qjo;:%
& 02 2=IX

IWBAT explore the relationship between two currencies.
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Exchange Rate

If$1 = (2.5 ¥, then $250 =/5/L2.5 ¥.

1f J,¥YEUR = 1USD, then 250USD =225 EUR.

If MX$1 = $ (.0 1, then MX$250 = $/ 7. 5.

IWBAT explore the relationship between two currencies.
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Currency Quote

£ /00
$140.20

$/40.26
£ /oD

This says that selling This says that b
onemwoddgve one euro will cos you
you 1.4020 USD. 1.4026 USD.

IWBAT explore the relationship between two currencies.
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Exchange Rate Board

1 Baht (Thailand)

h36.10 =>3% L

1/30/15

ENGLAND

JAPAN _
SINGAPORE SGD
AUSTRALIA

NEW ZEALAND

36.10
46.86
70.90

0.2971
?3 59

IWBAT explore the relationship between two currencies.
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Foreign Exchange market (forex)
... a global decentralized market for the trading of
currencies. In terms of volume of trading, it is by far
the largest market in the world. The main participants

in this market are the larger international banks.
(http://len.wikipedia.org/wiki/Foreign_exchange_market)

IWBAT explore the relationship between two currencies.
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"... unpleasant surprise"

mJigsaw 1-4
#1 p.1 through "... Venezuelan bolivar."

#2 p.1 "There are three levels ..." until p.2
"...won't be revealed."

#3 p.2 "Currencies are in essence ..." to end

® You will read and discuss your section with your
group.

® You will then nominate a spokesperson for your
group to present what you have learned to the class.

IWBAT explore the relationship between two currencies.
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Vocabulary: Appendix A.3 Key Terms
Practice: 1.5.2

1. If 1 GBP =1.5628 USD, then how many
USD can you exchange for 550 GBP?

2.1f 1 GBP =1.5628 USD, then how many
GBP can you exchange for 300 USD?

HW: Write a one paragraph summary of
"...unpleasant surprise" to be turned in Monday.

IWBAT explore the relationship between two currencies.



1.6 What is Money? wrap-up 2/02/15
Calcuate the exchange values for two

currencies.

1. If 1 GBP =1.5628 USD, then how many
USD can you exchange for 550 GBP?

590 , 1.56a% = 5554
Uush LED
5P

2.1f 1 GBP =1.5628 USD, then how many
GBP can you exchange for 300 USD?

20040 _19(.9(
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1.6 What 1s Money? wrap-up 2/02/15

Turn in your summary paragraph for
"...unpleasant surprise".



1.6 What is Money? wrap-up 2/02/15

1.6.2 Practice problems
#1-8, 10, 12, 13, 15-20

#9
Money multiplier = i

#11
$30000 * -, =$428571.42

$30000 * 5, =$600000

$600000 - 428571.42 = $171428.58 more

#14
stagnation - a prolonged period of little or
no growth in the economy.



Unit 1 2/04/15
Answer the following with complete sentences.

1) What are the three uses of money?

2) How do the three uses of money differ from
eachother?

3) How does commodity money differ from fiat
money?

4) Please give three examples of currency.
5) How does the economy change with inflation?
6) How does the economy change with deflation?

7) How does a recession differ from a depression?
Which did we most recently experience?

8) Express twenty-eight point seven million in
scientific notation.

9) Is a liability always bad? Explain.
10) How do debt and deficit differ?



Unit 1 2/04/15
Answer the following with complete sentences.
11) What 1s an exchange rate?
12) How does one use an exchange rate board?

13) How does the federal government acquire money
when the US Treasury has none to give?

14) What 1s a Treasury bond?

15) What happens when a Treasury bond is sold to a
bank?

16) What happens when a Treasury bond 1s bought
from a bank?

17) Why 1s the debt-to-GDP ratio used?
18) What 1s counted in the GDP?
19) What does the CPI compare?

20) How does a change in the reserve rate atfect
fractional-reserve-banking?



